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STATE  OF  TEXAS  s 

§       Suzanne  HendersonKNOW  BY  ALL  MEN  THESE  PRESENTS: 

COUNTY  OF  TARRANT  § 

YOuTsOCIAL  SECURITY  NUMBER  OR  YOUR  DRIVER'S  LICENSE  NUMBER. 

NO  SURFACE  USE  OIL  AND  GAS  LEASE 

This  NO  SURFACE  USE  OIL  AND  GAS  LEASE  (  Lease  )  is  made  as  of  the  27*  day  «^ 
Effective  Date  )  by  and  between  Linda  M.  Dllworth,  joined  pro  forma  by  husband,  Bill  D Iworth,  (  Ussor, 
w^r  one  or  more)  whose  address  is  2224  Newbury  Drive,  Arlington,  TX,  76014,  and  Palorna  Barnett,  LLC 
fL^  whose  address  is  1021  Main  Street,  Ste.  2600,  Houston,  TX  77002.  Lessor  and 

Lessee  are  sometimes  collectively  referred  to  in  this  Lease  as  the  "Parties. 

1.  Leased  Premises.  Lessor,  in  consideration  of  a  cash  bonus  in  hand  paid  by  Lessee,  the  royalties  herein  Provided 
and  the  covenants,  agreements  and  obligations  of  Lessee  herein  contained,  and  subject  to  the  conditions  _and 
limitations  hereinafter  set  forth,  hereby  leases  and  lets,  exclusively  unto  Lessee,  for  the  purpose  of  exploring,  drilling 
for,  producing,  and  marketing  oil  and  gas,  the  land  in  Tarrant  County,  Texas,  described  as  follows,  to  wit: 


0  2429  acres  of  land,  more  or  less,  also  being  known  as  Block  7,  Lot  12,  Brittania  Gardens  Subdivision,  an  addition  to  the 
City  of  Arlington,  Tarrant  County,  Texas,  out  of  the  William  Haymon  Survey,  Abstract  Number  642,  Tarrant  County,  Texas, 
and  amendments  thereof,  including  streets,  easements,  and  alleyways  adjacent  thereto,  and  any  riparian  rights. 


(and  referred  to  herein  as  "Said  Land,"  the  "Property,"  or  the  "Leased  Premises")  The  Leased  Premises  shall  include 
all  strips  and  gores,  streets,  easements,  highways  and  alleyways  adjacent  thereto.  Lessor  agrees  to  execute  at 
Lessee's  request  any  additional  or  supplemental  instruments  reasonably  necessary  for  a  more  complete  or  accurate 
description  of  the  leased  premises.  For  the  purpose  of  determining  the  amount  of  any  shut-in  royalties  hereunder,  the 
number  of  gross  acres  specified  above  shall  be  deemed  correct,  whether  actually  more  or  less. 

2.  Term.  Subject  to  the  other  provisions  contained  herein,  this  Lease  shall  be  for  a  term  of  thirty-six  (36)  months  from 
the  date  hereof  (the  "primary  term"),  and  for  as  long  thereafter  as  oil  or  gas  or  other  substances  covered  hereby  are 
produced  in  paying  quantities  from  the  Leased  Premises  or  from  lands  pooled  therewith,  or  this  Lease  is  otherwise 
maintained  in  effect  pursuant  to  the  provisions  hereof. 

3.  Option  Clause.  Notwithstanding  anything  to  the  contrary  herein,  Lessee  is  hereby  granted  the  exclusive  option,  to  be 
exercised  prior  to  the  date  which  this  Lease  or  any  portion  thereof  would  expire  in  accordance  with  its  terms  and 
provisions,  of  extending  this  Lease  for  an  additional  period  of  two  (2)  years  as  to  all  or  any  portion  of  the  acreage  of  the 
Leased  Premises.  The  only  action  required  by  Lessee  to  exercise  this  option  being  payment  to  Lessor  of  an  additional 
consideration  of  the  sum  equal  to  the  original  cash  bonus  paid  to  Lessor  as  a  bonus  for  signing  the  Lease,  which 
payment  shall  cover  the  entire  two  (2)  year  extended  primary  term.  Should  this  option  be  exercised  as  herein  provided, 
it  shall  be  considered  for  all  purposes  as  though  this  Lease  originally  provided  for  a  primary  term  of  five  (5)  years.  If 
this  Lease  is  extended  as  to  only  a  portion  of  the  acreage  then  covered  thereby,  Lessee  shall  designate  such  portion  by 
a  recordable  instrument. 


4.  Minerals  Covered.  For  purposes  of  this  Lease,  "oil  and  gas"  means  oil,  gas  and  other  liquid  and  gaseous 
hydrocarbons  and  their  constituent  elements  produced  through  a  well  bore.  "Oil"  includes  all  condensate,  distillate  and 
other  liquid  and  gaseous  hydrocarbons  produced  through  a  well  bore.  "Gas"  includes  helium,  carbon  dioxide  and  other 
commercial  gases,  as  well  as  hydrocarbon  gases.  Expressly  excluded  from  this  Lease  are  lignite,  coal,  sulfur  and  other 
like  minerals.  Lessee  shall  have  no  rights  to  water  in,  on,  or  under  lands  of  Lessor. 


5.  Rovaitv.  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to 
Lessor  as  follows:  (a)  for  oil  and  other  liquid  hydrocarbons  separated  at  Lessee's  separator  facilities,  the  royalty  shall 
be  twenty  five  percent  (25%)  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor  at  the  wellhead  or  to 
Lessors  credit  at  the  oil  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  to 
purchase  such  production  at  the  wellhead  market  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such  price 
then  prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for  production  of 
similar  grade  and  gravity;  and  (b)  for  gas  (including  casinghead  gas)  and  all  other  substances  covered  hereby,  the 
royalty  shall  be  twenty  five  percent  (25%)  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  computed  at  the 
point  of  sale,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at  the  prevailing 
wellhead  market  price  paid  for  production  of  similar  quality  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing 
in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable  purchase 
contracts  entered  into  on  the  same  or  nearest  preceding  date  as  the  date  on  which  Lessee  commences  its  purchases 
hereunder. 

Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  which  are  processed  in  a  processing  plant 
in  which  Lessee,  or  an  affiliate  of  Lessee,  has  a  direct  or  indirect  interest,  shall  be  calculated  based  upon  the  highest  of 
the  proceeds  received  or  the  market  value  of  the  products  so  processed.  Similarly,  on  oil,  gas  and  other  substance 
produced  and  saved  hereunder  which  are  sold  to  Lessee,  or  an  affiliate  of  Lessee,  royalties  shall  be  paid  based  upon 
the  higher  of  the  market  value  of  the  products  so  sold  and  the  proceeds  received  by  Lessee  for  said  products. 
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Notwithstanding  anything  to  the  contrary  herein  in nc .event shall  anj '^^^VZ^l^ot 
production  or  any  post-production  «**J"2"*^^ 

delivery,  transportation,  manufacture,  processing,  treating °r  marten ,ng  or  ™  cons  ^         premises  or  lands 

any  plant  or  other  facility  or  equipment  for  processing  or  treating oil  or  gas MPradwM  TO m  ™  p  u  ]s  the  intent  of 

pooled  therewith.  In  no  event  ^"Lessor  recede  a  pr,^  to  be  as 

^ge^  939  s  W2d  118  (Tex- 1997)- 

As  used  herein,  "affiliate"  means  (i)  a  corporation  joint  ventur e  Pa«  ^0^Z"^ZlTo^ 
percent  (10%)  of  the  outstanding  voting  interest  of  Lessee  or ,n jf'^^  together  with  Lessee 

beti^^^^^ 

venTure  partnership i  on other  entity  is  owned  or  controlled  by  the  same  person  or  group  of  persons. 
Lessee  must  disburse  or  cause  to  be  disbursed  to  = 

one  hundred  twenty  (120)  days  after  the  end  of  £  bf  the^ast  day  of  each  month  its  royalty  on 
Thereafter,  Lessee  must  disburse  or  cause  to  be  disbursed  to  Lessor  oy  ine        _  - 

production  for  which  Lessee  received  payment  in  the  P^d  ng  mon  h ,  but  i n  no  -  W  P  jnterest  g, 
sixty  (60)  days  after  the  last  day  of  the  month  of  production.  If  ™« P3'^" dueAesso^s  Acceptance  by  Lessor  of 

r0ya=rar^ 

expressly  so  provides  in  writing  signed  by  Lessor. 

failure  to  pay  royalties,  afte?  a  period  of  written  notice  and  opportunity  to  cure  which  shall  not  exceed  sixty  (60)  days, 
which  will  measure  the  gas  for  calculating  the  payment  made  by  the  purchaser  of  gas  production. 

6.  Shut-in  Royalty.  If  at  the  end  of  the  primary  term  or  any  time  thereafter  one  J^^^^SST^ 
lands  pooled  therewith  are  capable  of  producing  oil  or  gas  or  other  substances  cove ed hereby  in  paying 
such  well  or  wells  are  either  shut-in  or  production  therefrom  is ;  not  being  sc d 

nevertheless  be  deemed  to  be  producing  in  paying  quantities  for  he  purpose  of  mainte ning this  Lease lA w Wthat  has 

tSth,  no  shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  ^"^^^^ 
such  operations  or  production.  Notwithstanding  anything  to  the  contrary  herein,  it  is  expressly  understood  ana  agreed 
ZtXTZ^of  the  primary  term,  Lessee  shall  not  have  the  right  to  continue  this  Lease  ,n  force  by  payment 
of  shut-in  royalty  for  more  than  one  single  period  of  up  to  two  (2)  consecutive  years. 

7  Payments.  All  shut-in  or  other  royalty  payments  under  this  Lease  shall  be  paid  or  tendered  to  Lessof/"h^ 

in  Section  1  or  at  such  address  or  to  Lessor's  credit  at  such  depository  institution  as  Lessor  may  provide  written  notice 
of  from  time  to  time.  All  payments  or  tenders  may  be  made  by  check  or  electronic  transfer. 

8  c™,inMn„s  nrillinn  Obligations.  If  Lessee  drills  a  well  which  is  incapable  of  producing  in  paying  < ^jf"f^ 
hole")  on  the  Leased  Premises  or  lands  pooled  therewith,  or  if  all  production  (whether  or  not  in  paying 
permanently  ceases  from  any  cause,  including  a  revision  of  unit  boundaries  pursuant  to  the  provisions  of  Section  ! o 
toe  action  of  any  governmental  authority,  then  in  the  event  this  Lease  is  not  othewise  being  maintained  ,n  force  i .  shal 
nevertheless  remain  in  force  if  Lessee  commences  operations  for  reworking  an  existing  well  or  for  drilling  an  additional 
IJSKA  or  restoring  production  on  the  Leased  Premises  «^t*£<^^™ 
hundred  twenty  (120)  days  after  completion  of  operations  on  such  dry  hole  or within 'one^undr^r^"ty  j^0)  days 
after  such  cessation  of  all  production.  If  at  the  end  of  the  primary  term,  or  at  any  time  thereafter  this .Leas. is  not 
otherwise  being  maintained  in  force  but  Lessee  is  then  engaged  in  drilling,  reworking  or  any  other  operations 
reasonably  calculated  to  obtain  or  restore  production  therefrom,  this  Lease  shall  remain  in  force  so  long  as  any  one  or 
more  ofsuch  operations  are  prosecuted  with  no  cessation  of  more  than  one  hundred  twenty  (120)  consecutive  days 
and  tf  any  such  operations  results  in  the  production  of  oil  or  gas  or  other  substances  covered  ^eb^°^^L 
as  there  is  production  in  paying  quantities  from  the  Leased  Premises  or  lands  pooled  therewith  After  completion  o 'a 
wel  caoable  of  producing  in  paying  quantities  hereunder,  Lessee  shall  drill  such  additional  wells  on  the  Leased 
Premies  or  ?andrPoded  therewith  as  a  reasonably  prudent  operator  would  drill  under  the  same  or  similar 
circumstances  (a)  to  develop  the  Leased  Premises  as  to  formations  then  capable  of  producing  in  paying  quantities  on 
meTeaseTpremises  or  lands  pooled  therewith,  or  (b)  to  protect  the  Leased  Premises  from  uncompensated  drainage 
by  any  well  or  wells  located  on  other  lands  not  pooled  therewith.  There  shall  be  no  covenant  to  drill  exploratory  wells  or 
any  additional  wells  except  as  expressly  provided  herein. 

9  Pooling.  Lessee  shall  have  the  right  but  not  the  obligation  to  pool  all  or  any  part  of  the  Leased  Premises  or  interests 
therii^h  any  other  lands  or  interests,  and  as  to  any  or  all  substances  covered  by 

commencement  of  production,  whenever  Lessee  deems  it  necessary  or  proper  to  do £0 i onier to  P^wUydwstap  or 
operate  the  Leased  Premises,  whether  or  not  similar  pooling  authority  exists  with  respect  to  such  other  lands  or 
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interests;  provided,  however,  that  the  entire  Leased  Premises  covered  by  this  Lease,  shall  be  included  in  any  unit 
created  pursuant  to  the  pooling  authority  granted  herein.  The  unit  formed  by  such  pooling  for  an  oil  well  which  is  not  a 
hOTizontalTmpletion  shall  not  exceed  eighty  (80)  acres  plus  a  maximum  acreage  tolerance  of  ten  percent  (10%)  and 
for  a  qas  Sofa  horizontal  completion  shall  not  exceed  six  hundred  forty  (640)  acres  plus  a  maximum  acreage 
oerance  oftn  peS  (10%).  For  the  purpose  of  the  foregoing,  the  terms  "oil  well"  and  'gas  well"  shah  have ^the 
minings  prescribed  by  applicable  law  or  the  appropriate  governmental  authority,  or  if  no  definition  is  so  prescribed 
well?  means  a we I  with ,  an  initial  gas-oil  ratio  of  less  than  100,000  cubic  feet  per  barrel  and  "gas  well"  means  a  well 
wl  at  inTatgasXtiooHOO.OOOcubic  feet  or  more  per  barrel,  based  on  24-hour  production  test  conducted  under 
nTmal  producing  conditions  using  standard  lease  separator  facilities  or  equivalent  testing  equipmen t  and  honzonta 
completion"  means  a  well  in  which  the  horizontal  component  of  the  gross interval  in  the  ^JS™*^^^1 
component  thereof.  In  exercising  its  pooling  rights  hereunder,  within  one  hundred 

Lessee  shall  file  of  record  a  written  declaration  describing  the  unit  and  stating  the  effective  date  of  pooling  which  may 
bl  refroactive  to  first  production.  In  the  event  Lessor's  acreage  is  included  in  a  well,  all  of  Lessor's  acreage  sha  be 
«7prt*nPdrilling  or  reworking  operations  anywhere  on  a  unit  which  includes  the  leased  premises  sha«  be 
reated  as  if  it  were  production  drilling  or  reworking  operations  on  the  leased  premises,  except  that  the  production  on 
whteh  LeWsroyllly *  calculated  shall  be  that  proportion  of  the  total  unit  production  which  the  surface  acres  covered 
by  this  Lease  and  included  in  the  unit  bears  to  the  total  number  of  surface  acres  included  in  the  unit. 

Pooling  in  one  or  more  instances  shall  not  exhaust  Lessee's  pooling  rights  hereunder,  and  Lessee i  shall  have  the 
recurring  right  but  not  the  obligation  to  revise  any  unit  formed  hereunder  by  expansion  or  nco.^^"n0^^i^^ 
before  or  after  commencement  of  production,  in  order  to  conform  to  the  well  spacing  or  density  pattern  prescribed  or 
pitted  b%Ce "governmental  authority  having  jurisdiction,  or  to  <^^^^»735££SS 
made  by  such  governmental  authority.  In  making  such  a  revision,  Lessee  shall  file  of  record_aMw™e"  fBc'^a^ 
describing  the  rf vised  unit  and  stating  the  effective  date  of  revision.  If  the  leased  prernises are ^nckide ^ 
from  the  unit  by  virtue  of  such  revision,  the  proportion  of  unit  production  on  which  royalties  are  payable  hereunder  shal 
hereafter  be  adjusted  accordingly.  In  the  absence  of  production  in  paying  quantities  from  a  unit,  or  upon  Permanent 
cesition  ther^f  lessee  may  terminate  the  unit  by  filing  of  record  a  written  declaration  describing  the  unit  and  stating 
the  date  of  termination.  Pooling  hereunder  shall  not  constitute  a  cross-conveyance  of  interests. 

10  Assignment  The  interest  of  either  Lessor  or  Lessee  hereunder  may  be  assigned,  devised  or  otherwise  transferred 
in  wh^Sart  by  area  and/or  by  depth  or  zone,  and  the  rights  and  obligations  of  the  parties  hereunder  shaHex end 
o^efr^pSheirt  devisees,  executors,  administrators,  successors  and  assigns,  provided  however  if  Lesee  , to 
assign  any  part  of  this  Lease  to  any  third  party  other  than  Chesapeake  Energy  or  a  subsidiary  or  affiliate  thereof  rt  shaU 
gfve  written  notice  and  a  copy  of  any  assignment  to  the  Lessor  within  sixty  (60)  dats  of  assignment.  No .change  in 
L^so  "s  owne°shfp  shall  have  the  effect  of  reducing  the  rights  or  enlarging  the  obligations ,  ot ^Lessee 

change  in  ownership  shall  be  binding  on  Lessee  until  thirty  (30)  days  after  Lessee  has  been  Med ^  *e  ongjnal  or 
certified  or  duly  authenticated  copies  of  the  documents  establishing  such  change  of  ownership  to  the  reasonabte 
satisfaction  of  Lessee  or  until  Lessor  has  satisfied  the  notification  requirements  contained  in  Lessee  s  usual  fonr ,  of 
dfvsbn  order  IfLessee  transfers  its  interest  hereunder  in  whole  or  in  part,  no  assignment  by  Lesee  will  receive  Lesee 
of  any lilSnty,  before  or  after  the  assignment,  and  Assignee  is  jointly  and  severally  liable  with  Lessee  for  all  Lease 
obligation. 

11  Release  and  Vertical  Puoh  Clause.  Lessee  may,  at  any  time  and  from  time  to  time,  deliver  to  Lessor  a  file  of 
record  mtten  reteas ToT^  Lease  as  to  a  hill  or  undivided  interest  in  all  or  any  portion  of  the  area  covered  by  Bus 
Lease  Tan?  depths  or  zones  thereunder,  and  shall  thereupon  be  relieved  of  f  *^  *^J£^ 
respect  to  the  interest  so  released.  If  Lessee  releases  all  or  an  undivided  interest  in  less  than  all  of  the i  area  covered 

ereby  £££ Obligation  to  pay  or  tender  shut-in  royalties  shall  be  P[°P°~'^ 

net  acreage  interest  retained  hereunder.  In  any  event,  upon  termination  of  this  Lease,  Lessee  its  successor  or 
assigns  shall  deliver  to  Lessor  a  recorded  release  within  sixty  (60)  days  as  to  such  portion  or  Po*onsof  th i Lease 
Shale  terminated  under  the  terms  of  this  Lease.  Upon  the  expiration  of  the  pnmary ■tern,  of  this  Lease .  upon  the 
expiration  of  any  extension  or  renewal  of  the  primary  terrn^  or  after  cessation  o  operat ons  a »g^»£™™; 
whichever  occurs  last,  this  Lease  shall  terminate  as  to  all  rights  lying  be^w  ^"^j^i m  «  KSnJSte 
deepest  depth  drilled  in  any  well  drilled  on  the  leased  premises  or  on  lands  pooled  therewith i  or  (2  the  stratigrapmc 
equivalent  of  the  base  of  the  deepest  formation  producing  or  capable  of  producing  in  any  well  drilled  on  the  leased 
Sses  or  on  lands  pooled  therewith,  whichever  is  the  deepest;  provided,  however,  ,f  Lessee  is  then ^engaged  in 
opTatons  on  the  leased  premises  or  on  lands  pooled  therewith,  this  Lease  shall  remain  ,n  full  force  and  effect  as  to  all 
depths  so  long  as  no  more  than  ninety  (90)  days  elapse  between  operations. 

12  Nn  Surface  Use.  Notwithstanding  anything  to  the  contrary  in  this  Lease,  Lessee  shall  not.ente/l"^h.fX,?  to 
of  cross  over  place  any  structure  or  building  upon  or  conduct  any  operations  (including  but  not  limited I  to 
gUys^-ismic  operations)  on  the  Leased  Premises  or  within  six  hundred  feet 

any  other  residential  structure  located  within  the  same  subdivision  or  neighborhood  addition  as  the  Leas«d  P™sg 
Lessee  shall  only  develop  the  leased  premises  by  pooling,  as  provided  herein,  or  by  directional  or  horizontal  dnmng 
Sence^'fZ  a  surface  location  on  other  lands.  Notwithstanding  anything  to 

no  right  to  drill  horizontally,  vertically,  or  at  an  angle  under  the  Leased  Premises  at  any  depth  that  sless  than three 
hundred  (300)  feet  below  the  surface.  Lessee  has  no  right  to  pipe,  transmit,  or  transport  gas  under  the  Leased 
Premises  at  any  depth  that  is  less  than  three  hundred  (300)  feet  below  the  surface.  Lessee  shall  make  all  reasonable 
elf™t  to  use  residential  or  neighborhood  streets  or  thoroughfares  in  developing  the  Leased  Premises,  any  lands 
pooled  therewith  or  otherwise. 

13  Noise  Noise  levels  associated  with  Lessee's  operations  related  to  the  drilling  completion  and  reworking  of  wells 
shalSpt  to  a  reasonable  minimum,  taking  into  consideration  reasonably  '^^^^^tS^M^Z 
nil  and  n«  industrv  the  level  and  nature  of  development  and  surface  use  elsewhere  in  the  vicinity  of  Lessee  s  arm  sues 
^tXS^SX^^  conducted  in  or  near  an  urban  residential  area.  If  Lessee  utilizes  any  non- 
e!££c%o^  Lessee  shall  take  reasonable  steps  to  muffle  the  sound  therefrom  by 
installing  a  noise  suppression  muffler  or  like  equipment 

14  Reaulatorv  Requirements  and  Force  Majeure.  Lessee's  obligations  under  this  Lease,  whether  express  or  implied, 
shall  b7suffec\  ic Tall TppHcable  laws,  rules 'regulations  and  orders  of  any  governmental  authonty  havmg  junsd.ct.on, 
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IN  WITNESS  WHEREOF  this  Lease  is  executed  to  be  effective  as  of  the  date  first  written  above,  but  upon  execution 
shall  be  binding  on  each  signatory  and  the  signatory's  heirs,  devisees,  executors,  administrators,  successors  and 
assigns,  whether  or  not  this  Lease  has  been  executed  by  all  parties  hereinabove  named  as  Lessor. 


lessee:  Paloma  Barnett,  LLC 


STATE  OF&jU^>   (INDIVIDUAL  ACKNOWLEDGEMENT) 

COUNTY  QfT^YVKk^ 

This  instrument  was  acknowledgedJiefpre  me  on  X^e^^day  of  tl^Ll  .  20o3_.  by 

ifJt**  Ca+J  f~it*&  JALxrtk   AKtorritaC  r^ft  


TRAVIS  LAMAR  WHEAT 
Notary  Public,  State  of  Texas 
My  Commission  Expires 

August  31,2011 


Notary  Public,  State  of  Texas  .  / 
Notary's  Name  Printed  WJ&T* 
Notary's  Commission  Expires:  4"3H( 


STATE  OF  TEXAS 
COUNTY  OF  TARRANT 


(CORPORATE  ACKNOWLEDGEMENT) 


This  instrument  was  acknowledged  before  me 

^  fr<U^Ai-v-  ,  the 

on  behalf  of  said  corporation-  


m  the   ^7  .   day  of  A^/^^  2Qfj^by  , 


WW* 


Notary  Public,  State  of  Texas  . 

Notary's  Name  Printed:  ^hcXr^*  /  ^  ^SSs^ 

Notary's  Commission  Expires: 
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